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 H{flvh wd{/ xqlw wd{/ vshfl￿f wd{/ dg ydoruhp wd{/ lpshuihfw frpshwlwlrq/
surgxfw gl￿huhqwldwlrq/ Ehuwudqg/ roljrsro|/ wd{ lqflghqfh/ glvfuhwh fkrlfh prghov1
   G76/ K54/ K55/ O46
Zh wkdqn Hg Rovhq/ Mlp Srwhued/ dqg Doh{ Wdeduurn iru khosixo frpphqwv dqg d
sduwlfxoduo| frqvwuxfwlyh dqrq|prxv uhihuhh iru lpsruwdqw dgglwlrqdo lqvljkwv1 Wkh ￿uvw
dxwkru judwhixoo| dfnqrzohgjhv ￿qdqfldo vxssruw iurp wkh Qdwlrqdo Vflhqfh Irxqgdwlrq
+judqw VEU0<94::;7, dqg wkh Xqlyhuvlw| ri Ylujlqld Edqndug Ixqg> wkh vhfrqg dxwkru
wkdqnv SUHGLW +Plqlvwºuh ghv Wudqvsruwv/ Iudqfh, iru ￿qdqfldo vxssruw1
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4Wkh ￿uvw frpplvvlrqhu ri wklv qhz R!fh ri wkh Frpplvvlrqhu ri Lqwhuqdo Uhyhqxh fkdudf0
whul}hg lw dv ￿wkh odujhvw Jryhuqphqw ghsduwphqw hyhu rujdql}hg1￿ +Eurzqohh/ 4<<9/ s1 58,
5Ihghudo gdwd wdnhq iurp ￿Ihghudo H{flvh Wd{hv/ Ilvfdo \hduv 4<<7 dqg 4<<8/￿ Vwdwlvwlfv ri
Lqfrph Exoohwlq/ LUV/ Idoo 4<<9/ Iljxuh E1 Vwdwh gdwd wdnhq iurp Wkh Errn ri wkh Vwdwhv/ Wkh
Frxqflo ri Vwdwh Jryhuqphqwv/ Yro1 64/ 4<<90<:/ Wdeoh 91631
6H{flvh wd{hv dsshdo wr jryhuqphqwv iru ydulrxv uhdvrqv1 Vlqfh wkh wd{hv duh w|slfdoo| lq0
foxghg lq vdohv sulfhv/ wkh| duh riwhq lqylvleoh wr frqvxphuv1 Wkh| pd| dovr eh uhodwlyho| h!flhqw
phwkrgv ri udlvlqj uhyhqxh li wdujhwhg wrzdug lqhodvwlf frpprglwlhv1 +D wd{ rq vdow/ hvvhqwldo
iru wkh suhvhuydwlrq ri irrg ehiruh uhiuljhudwlrq/ surylghg d ghshqgdeoh vrxufh ri uhyhqxh lq wkh
Plggoh Djhv1, H{flvhv rq wredffr dqg dofrkrolf ehyhudjhv/ zklfk zhuh ruljlqdoo| lpsrvhg dv
ox{xu|0frqvxpswlrq wd{hv/ shuvlvw lq sduw wr glvfrxudjh xvh ri wkhvh surgxfwv1
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7Wzr h{fhswlrqv duh Nd| dqg Nhhq +4<;6, dqg Gholsdood dqg Nhhq +4<<5,1 Wkh iruphu vwxg|
frqvlghuv gl￿huhqwldwhg surgxfwv xqghu prqrsrolvwlf frpshwlwlrq zlwk ￿{hg djjuhjdwh ghpdqg1
Wkh odwwhu vwxg| xvhv d frqmhfwxudo yduldwlrqv dssurdfk +zlwk d krprjhqhrxv surgxfw,1 Zkloh
wklv dssurdfk lv odujho| glvfuhglwhg e| wkhrulvwv/ lw lv vrphwlphv ihow wr frqvwlwxwh d xvhixo
vkruwkdqg zd| ri ghvfulelqj pdunhw frqgxfw1 Zkhq zh uhihu wr wkhlu uhvxowv ehorz/ zh wdnh wkh
fdvh ri Frxuqrw frpshwlwlrq1
8Zkloh wkh Frxuqrw prgho fdq eh udwlrqdol}hg dv wkh rxwfrph ri d wzr vwdjh jdph lq zklfk
￿upv ￿uvw fkrrvh fdsdflwlhv dqg wkhq sulfhv +Nuhsv dqg Vfkhlqnpdq/ 4<;6,/ uhvxowv duh vhqvlwlyh
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9Iru h{dpsoh/ wkh Frxuqrw ￿phujhu sdudgr{￿ ￿ wkdw phujlqj ￿upv* sur￿wv ghfuhdvh ￿ grhv qrw
krog iru Ehuwudqg frpshwlwlrq +Ghqhfnhuh dqg Gdylgvrq/ 4<;8,1 Dovr/ ￿upv vhoolqj gl￿huhqwldwhg
vxevwlwxwh surgxfwv kdyh d ￿uvw0pryhu dgydqwdjh xqghu Frxuqrw frpshwlwlrq exw d vhfrqg0pryhu
dgydqwdjh xqghu Ehuwudqg frpshwlwlrq +Jdo0Ru/ 4<;8,/ dqg ￿upv djjorphudwh lq vsdfh xqghu
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;Wkh gh￿qlwlrq ri H lqyroyhv dq hodvwlflw| zlwk uhvshfw wr rxwsxw zkloh h H lqyroyhv hodvwlflwlhv
zlwk uhvshfw wr sulfh1 Wklv lv wr eh h{shfwhg iurp wkh uhvshfwlyh Frxuqrw dqg Ehuwudqg urrwv/
dowkrxjk wkh gl￿huhqfh pljkw dsshdu glvtxlhwlqj1 Wr dood| vxvslflrq wkdw H dqg h H pljkw eh
yhu| gl￿huhqw/ frqvlghu wkh prqrsro| fdvh1 Wkhq wkhuh lv qr glvwlqfwlrq ehwzhhq wkh gg dqg GG
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L,M Dqghuvrq/ Vlprq S1 dqg Dqgu￿ gh Sdopd +5333,1 Iurp Orfdo wr Joredo Frpshwl0
wlrq1 Hxurshdq Hfrqrplf Uhylhz/ iruwkfrplqj1
^5‘ Dqghuvrq/ Vlprq S1/ Dqgu￿ gh Sdopd/ dqg Euhqw Nuhlghu +4<<<,1 Wd{ Lqflghqfh lq
Gl￿huhqwldwhg Surgxfw Roljrsro|1 WKHPD/ Zrunlqj Sdshu Qr1 <<0431 Xqlyhuvlw￿
gh Fhuj|0Srqwrlvh1
^6‘ Dqghuvrq/ Vlprq S1/ Dqgu￿ gh Sdopd/ dqg Euhqw Nuhlghu +5333,1 Wkh H!flhqf| ri
Lqgluhfw Wd{hv xqghu Lpshuihfw Frpshwlwlrq1 Mrxuqdo ri Sxeolf Hfrqrplfv/ iruwk0
frplqj +wklv lvvxhB,1
^7‘ Dqghuvrq/ Vlprq S1 dqg Gdplhq Qhyhq +4<<4,1 Frxuqrw Frpshwlwlrq \lhogv Vsd0
wldo Djjorphudwlrq1 Lqwhuqdwlrqdo Hfrqrplf Uhylhz/ 65/ :<60;3;1
^8‘ Ehvoh|/ Wlprwk| +4<;<,1 Frpprglw| Wd{dwlrq dqg Lpshuihfw Frpshwlwlrq= D Qrwh
rq wkh H￿hfwv ri Hqwu|1 Mrxuqdo ri Sxeolf Hfrqrplfv/ 73/ 68<069:1
^9‘ Ehvoh|/ Wlprwk| dqg Kduyh| Urvhq +4<<<,1 Vdohv Wd{hv dqg Sulfhv= Dq Hpslulfdo
Dqdo|vlv1 Qdwlrqdo Wd{ Mrxuqdo/ 85/ 48:0:;1
^:‘ Eurzqohh/ Z1 Hoolrw +4<<9,1 Ihghudo wd{dwlrq lq Dphulfd = D Vkruw Klvwru|/ Zdvk0
lqjwrq/ G1F1 = Zrrgurz Zlovrq Fhqwhu Suhvv1
^;‘ Fdsolq/ Dqguhz dqg Eduu| Qdohex￿ +4<<4,1 Djjuhjdwlrq dqg Lpshuihfw Frpshwl0
wlrq= Rq wkh H{lvwhqfh ri Htxloleulxp1 Hfrqrphwulfd/ 8</ 5808<1
^<‘ Fkdpehuolq/ Hgzlq +4<66,1 Wkh Wkhru| ri Prqrsrolvwlf Frpshwlwlrq1 Fdpeulgjh=
Kduydug Xqlyhuvlw| Suhvv1
^43‘ Frxuqrw/ Dxjxvwlq1 +4;6;/ wudqvodwhg 4<93,1 Uhvhdufkhv lqwr wkh Pdwkhpdwlfdo
Sulqflsohv ri wkh Wkhru| ri Zhdowk1 Iudqn Fdvv ) Fr1/ Orqgrq1
^44‘ Gholsdood/ Vrskld dqg Plfkdho Nhhq +4<<5,1 Wkh Frpsdulvrq ehwzhhq Dg Ydoruhp
dqg Vshfl￿f Wd{dwlrq xqghu Lpshuihfw Frpshwlwlrq1 Mrxuqdo ri Sxeolf Hfrqrplfv/
7</ 68406941
^45‘ Gholsdood/ Vrskld dqg Rzhq R*Grqqhoo +4<<;,1 Wkh Frpsdulvrq Ehwzhhq Dg Ydo0
ruhp dqg Vshfl￿f Wd{dwlrq xqghu Lpshuihfw Frpshwlwlrq= Hylghqfh iurp wkh Hx0
urshdq Fljduhwwh Lqgxvwu|1 plphr/ Xqlyhuvlw| ri Nhqw1
^46‘ Ghqhfnhuh/ Ud|prqg dqg Fduo Gdylgvrq +4<;8,1 Lqfhqwlyhv wr Irup Frdolwlrqv
zlwk Ehuwudqg Frpshwlwlrq1 UDQG Mrxuqdo ri Hfrqrplfv/ 49/ 7:60;91
 !^47‘ Ihuvkwpdq/ Fkdlp/ Qhlo Jdqgdo/ dqg Vdulw Pdunrylfk +4<<:,1 Wd{ Lqflghqfh lq
Gl￿huhqwldwhg Jrrg Roljrsrolvwlf Pdunhwv= Wkh Fdvhv ri wkh Dxwrpreloh Pdunhw
lq Lvudho1 plphr1
^48‘ Jdo0Ru/ Hvwkhu +4<;8,1 Iluvw Pryhu dqg Vhfrqg Pryhu Dgydqwdjhv1 Lqwhuqdwlrqdo
Hfrqrplf Uhylhz/ 59/ 97<0861
^49‘ Jrogehuj/ Slqhorsl Nrxmldqrx +4<<8,1 Surgxfw Gl￿huhqwldwlrq dqg Roljrsro| lq
Lqwhuqdwlrqdo Pdunhwv= Wkh Fdvh ri wkh X1V1 Dxwrpreloh Lqgxvwu|/ Hfrqrphwulfd/
96/ ;<40<841
^4:‘ Kdplowrq/ Vwhskhq +4<<<,1 Wd{ Lqflghqfh Xqghu Roljrsro|= D Frpsdulvrq ri Sro0
lf| Dssurdfkhv1 Mrxuqdo ri Sxeolf Hfrqrplfv/ :4/ 56605781
^4;‘ Nd|/ Mrkq D1 dqg Plfkdho M1 Nhhq +4<;6,1 Krz Vkrxog Frpprglwlhv eh Wd{hgB
Hxurshdq Hfrqrplf Uhylhz/ 56/ 66<068;1
^4<‘ Nhhq/ Plfkdho +4<<;,/ Wkh Edodqfh ehwzhhq Vshfl￿f dqg Dg Ydoruhp Wd{dwlrq/
Ilvfdo Vwxglhv/ 4</ 406:1
^53‘ Nuhsv/ Gdylg dqg Mrv￿ Vfkhlqnpdq +4<;6,1 Txdqwlw| Suhfrpplwphqw dqg Ehuwudqg
Frpshwlwlrq \lhog Frxuqrw Rxwfrphv1 Ehoo Mrxuqdo ri Hfrqrplfv/ 47/ 659066:1
^54‘ Srwhued/ Mdphv +4<<9,1 Uhwdlo Sulfh Uhdfwlrqv wr Fkdqjhv lq Vwdwh dqg Orfdo Vdohv
Wd{hv1 Qdwlrqdo Wd{ Mrxuqdo/ 7</ 4980:91
^55‘ Vhdgh/ Mhvxv +4<;:,1 Sur￿wdeoh Frvw Lqfuhdvhv dqg wkh Vkliwlqj ri Wd{dwlrq= Htxl0
oleulxp Uhvsrqvhv ri Pdunhwv lq Roljrsro|1 plphr1
^56‘ Vnhdwk/ Vxvdq dqg Juhjru| Wudqgho +4<<7,1 D Sduhwr Frpsdulvrq ri Dg Ydoruhp
dqg Xqlw Wd{hv lq Qrqfrpshwlwlyh Hqylurqphqwv1 Mrxuqdo ri Sxeolf Hfrqrplfv/
86/ 860:41
^57‘ Vwhuq/ Qlfkrodv +4<;:,1 Wkh H￿hfwv ri Wd{dwlrq/ Sulfh Frqwuro/ dqg Jryhuqphqw
Frqwudfwv lq Roljrsro| dqg Prqrsrolvwlf Frpshwlwlrq1 Mrxuqdo ri Sxeolf Hfr0
qrplfv/ 65/ 466048;1
^58‘ Wluroh/ Mhdq +4<;;,1 Wkh Wkhru| ri Lqgxvwuldo Rujdql}dwlrq1 PLW Suhvv/ Fdp0
eulgjh/ PD1
 ,Figure  1
CES-Logit  (a =  .1, c ~1,  t =  .25)
The  25 cent unit  tax  is overshifted  as the  equilibrium
price  rises 28 cents from  $3.09 to  $3.37.